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Independent Auditors’ Report

Board of Directors
Pansophia Academy
Coldwater, Michigan 48036

We have audited the accompanying finahcial statements of the governmental activities. sach major fund, and
ihe agyregate remaining fund information of Pansophia Academy, as of and for the year ended June 20, 2008,
which collectively comprise the Pansophia Acadermy hbasic financial statements as listed in the table of
contents. These financial statements are the responsibility of the Pansophia Academy managament, Our
responsibility is to express opinicns on these financial stztements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United Slates of
America and the standards applicable o financial audits contained in Government Auditing Standards, issued
by the Complroller General of the Linited States. Those standards require that we plan ang perform the audit
to obtain reasonable assurance about whether the financial staterments are free of material misstatemeant, An
audit includes examining, on 2 test basis, evidence supporting the amounts and disclosures in the financial
statements. An audt aiso includes assessing the accounting principles used and significant estimates mads
by management, as wall as evaluating the overall financial statement presentation. We believe that our audit
provides a regsonabie basis for cur opirions.

In our cpinion, the financial statements referred to above present fairly, in all material respects, the respactive
financial posiion of the governmental activities, each major fund, and the aggregate remaining fund
information of the Pansophia Academy as of June 20, 2008, and the respective changes in financial position,
thereaf for the year then ended, in conformity with accounting principles generalfy accepted 1 the United
States of America.

in accordance with Govemment Auditing Standards, we have also issued a report dated October 17, 2008, on
our consideration of the Pansophia Academy internal control over financial reporting and on our tests of
compliance with certain pravisions of taws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting and
cotmpliance and the results of that testing and not to provide an opinion on the internal cantrol over financiat
reporting or on compliance, That report s an integral part of an audit padformed in accordance with
Government Auditing Standards and should be considered in conjunction with this report in considering the
results of sur avdi.

The management's discussion and analysis and budgetary comparison information, as lisked in the table of
cottents, are not a required part of the basic financial statements but are supplemental information required by
the Governmentai Accounting Standards Board. We have applied certain limited procedures, which consisted
principally of inquiries of management, regarding the methods of measurement and presentation of the
required supplemental information. However, we did not audit the information and express ne opinion on it,
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Board of Directors
Fansophia Acadeny

Cur gudit was conducted for the purpese of forming opinions on the financial statements that collactively
gomprise the Pansophia Academys basic financial stalements. The accompanying other supplemental
information, as identified in the table of contents, s presented for the purpose of additional analysis and 1z not
a required part of the basic financial statements. The other supplemental information has been subjected to
the auditing procedures applied in the audit of the basic financial statements, and, in our opinion, is fairly
stated in gll matenal respeacts, in relation to the basic financial statements taken as a whole,
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willis & Jurasek,

October 17, 2



MANAGEMENT'S DISCEHSSION AND ANALYSIES

This section of Pansophia Academy’s {academy) annual financia) reporl presents our discussion and
analysis of the public school academy’s financial performance during the fiscal yeer that ended on June 20,
2008, Please read it in conjunciion with the Academy’s financial statemensts, which immediately follgw this
reCtion.

Financial Highlights

= The academiy’s net assets are $235,343,
v Blended enrcllment used for state aid purposes was 186,31 in Juns Z008.
»  The academy maintained its outstanding liahilities.

Overview of the Finzocial Statements

This annual report consists of three parts - management’s discussion and analvsis (this section], the Hasic
financial statements, and required supplemeutary information. The basic financial statements include two
kinds of statements that present different views of the academy.

The first 1wa statements ame scademy-wide financial statements that provide both short-term and long-
term information about the scademy's overall financial status,

The remaining statements are fund financial statements that focus on individua) parts of the azademy,
repotting the 2cademy’s operations in movre detail than the academy-wide statements,

The governmental funds statements tell how basic senvices like regelar edesation were financed moithe
short-term as well zs what remains for furere spending.

Fiduciary funds statements provids information 2baut the frinaacial relationships in which the zcademy
acts solely as an agent for the bepeDt of others.

The financial statements also include notes that explain soine of the information in the statoments and
provide more detailed data,  The statements are followed by a section of required supplementary
information that further explains and suppors the financial sfatements with & companson of 1he
academy’s budget for the vear. Figure A-1 shows how the vanous parts of the aonwal repon are arranged
and related to one another.

1l



Figure A-1 Organiration of Pansophia Academy Anouzl Financisl Report

Manzeemznt's Easie Fieancia; [ Foyuied
Diiscision and Stalzmenis i Supplememiary i
Analvis [ Information
. 1 [
Thsircl-wide | Zund Wioggs i i
Finwngial Financial Finaseial
SiatTrmens l Statements Sizl=ments [

Summary » Detail

Fignre A-2 summarized ihe major features of the academy’s financial statcments, including the poction of
the academy’s activities they cover and the tvpes of mformation they contain. The remainder of this
everview section of management’s discussion and anakvsis Lighlipghts the struciure and contents of each of
ihe statements.



Fisure A — 2 Major Features of the Academy-Wide and Fund Financizal Statements

Academy-wide !

statenants

Fund Financial Statements

- Govermnmerntal f_'l.l.I-'J-dS

Fiduziary funds

Entire academy (exvep
fiduciary funds)

. fiduciary

All activities of the
academy That are not

Instances 1o which the
aradenyy administers
resources on behalf of
sumeong else, such as
student activities moniss

f chuired‘ﬂnancia!h )
: statements

* Stalement of net assets
* Cratement of activities

* Balance sheet

* Statement of revenues, |
gxpenditures and '
changes in fund

Statement of Tduciary
net aczeis

Aceountme basis and
measurement {ocus

Accrual accounting and
2CONDMIC TES0UTLES
fucus

.
halances :
Modified accrual I
accounting and current
financial resources i
focus

Accrual accounting and

. ECOTION ic resources

focus

Tvpe of assetfliabiiity
information

[ Tvpe of inflowdourflow

information

! All assets and habilities,
i both financial and

! capttzl, short-tern and

i long-tlerm

Generally assets
expected to be used up
and liabilinies that come
due during the vear or
spon thereadter; no
cepilal assets or long-
term Habisties included

All assets and Habiiities,
bath shart-term and
loeg-tenn, the
academy’s funds do not
corrently contaln capilal
assuts, although they
can

All revenues and
expenses during yoar,
i regardless of when cash
' is received or paid

| due and pavable

Revenues for which
zash is received during
or soon after the end of
the vear, expenditures
when goods oF s2rvices
have been recelved and
the related liability (s

All addiions and
deductions during the
year, regardizzs of when
cash 1s recelved or paid




Academy-wide stutements

The Academy-wide statements report information abous the academy as a whole using accounting methods
similar to those used by private-sector companies. The statement of net assets includes afl of the academy’s
assets and hiabilities. Al of the cument vear's revenues and expenses are accounted lor in the statement of
activities regardless of when cash is received or paid.

The two Academy-wide statements report the academy's net assets and how they have changed. N2t essets -
the difference between the academy’s assets and liabilities, are onz way (0 measure the academy’s fnancial
kealth or position,

»  {wer time, inereases of decreases in the academi's net 2ssets are arn Indicator of whether it financial
position i3 improving of deteriorating, respectively.

a  Top assess the overal] kealth of the academy, you necd 0 consider addiiional non-financizl factors such as
changes in the academy’s enrollment, the coodition of school buildings and other fazilines and 1he
academy’s ability to be competitive with other public school academics and area school districis,

Fund financial statements

The fund financial statements provids more detailed nformation about the acadenmy’s funds, focusing oo iis
mure significant or “major” funds - oot the academy as 2 whols. Funds are accounting devices the academy
uses 1o keep track of specific sources of funding and spending on parficular programs:

Goverpymental activities — The academy’™s basic services are included in the general fund, such as regular
and speciel education and adminisiration. State foundation aid finances most of these activities.

The academy has two kinds of funds:

CGiovernmental fund - Most of the academy’s basic services are included m govermmental funds which
sensrally focus on (1} how cash and other financial assets that can readily be converted o cash flow i and ot
and {2) the balances left at year-end that are available for spending.  Consequently, the governmental funds
statements provide 2 detailed short-term view that helps you determins whether there are more or fewer
financial resourses that can be spent in the near future to finence the academy’s programs. Bevause this
tnformation does ot encompass the additional lonp-term focus of the academy-wide statements, we provide
additional information with the governmental funds statemcnt that sxplaing the relationship (or differences)
herween them.

Fiduciary funds - The academy is the fiduciary for assets that belong to others, sich as the smdent
activities funds. The academy 15 respensible for ensuring that the assets reported in these funds ars used only
for their intended purposes and uzed by those to whom the assets belorg. We exclude these activities from the
asademy-wide financial statements beczuse the academy cannot use these assets to linance 115 operatons.
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Finzncizt analysis of the academy as a whale
et assets - The academy's combined net assets were 3255 543 on June 30, 2008, See Flgura A - 3.

The total revenues were §! 811,922, State aid foundation allowanes included in revenue from slate sources
accounts for most of the academy’s revenus (83 percent).

The tota] cost of instaction was $834 745 The tofal costs of support setvices were 5447 281,

The academy’s stable finanzial position is the product of many factors. The primary reasons are the tumber of
studants enrolled and the management of expenses to bring them into line with the academy’s revenue.

Academy povernmental actjvities

There was a state aid increase of 3119 per oupi] during the 2007-2002 schoo! vear. The schoo! board oversaw
the seademy’s fineneial activilies while the adminisiration carefully managed expanses.

Figure A-}
FPansophia Academy
20035 2407
Current assets $ 601,836 | § 531,440
Capital assets 2,473 028 2,831,054
Tutal asscts_ 3075764 3,162,483
Current liakilities 190 221 158,043
MNoncurrant liabilities 2,830,000 2,705,000

Tatal liabilities

Met assets

Invested in capital assets, net of related debt (231,072} {23240
Restricted for debt service 193 Bin 05,443
Uinrestrictad 162 785 233,404
Totzl netl assels PO253543 1% 239440

Vil

A5
2,820,221

2,873 043




Fizure A-4
Changes in Papsophia Academy's Net Assets

2008 237
Revenues:
Program Fevenues:
Federal and stale calggarical grants % 226197 | = 245716
harpes for services 10054 2197
Crencral revenues:
State aid - unrestricted 1,332,033 1.4532,092
fuvestment 249201 30.963%
Other 15,437 3.594
Tutal revenues T.OEE 922 1.754 287
Expenses:
lnstruction 834,745 ETHOSE
Supportt sarvices 447,281 492735
Other G055 92,104
Inlzrest 0531 217,872
[inailpeated deoreciation 67,217 67,135 |
Total expenses __1.545820 1,742,785
Change in net asseis 5 (33858} 5 11.502

Financial analvsis of the academy’s funds

The stable financial performance of the academy as a whele is reflested in its govemmental fund
#s well. As the academy completed the vear, its governmental funds {general) reporfed a fund
balanz: of 184,035,

Generai fund budgetary bighlights

Orwver the course of the year, the academy reviscd the annual operating budget nvo times. These
budzet amendments {211 into several gategories:

Changes made in the second and fourth quarlers (o account for student enrcliment counts, and
changes in assumptions {e.g. staffing, benefits and maintenance and operation costs) since the
original budget was sdopted.

Whils the academy’s finai budget for the gencrzl fund anticipated revenues wouid exceed

expenditeres by $0111.475), the actual results for the year showed revenues over expenditures of
$(54,494),
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Cuapital asset and debt admipistralion

Capital asvets

By the end of the vear ended Tune 30, 2008, the academy had fnvested $2.473958 in capital
assets consisting primarily of buildings, computers, software. fumiture and fixtures net of
accumulated depreciation. More detailed infermation about capital assets can be found in Note 5
to the financial statemuents, Total depreciztion expense {or the year was $67.517,

Thi: Acadetny's capital assets are as follows:

Figore A-3
Pansophia Academy's Capital Assels
2008 2007
Accumulated Net Book Net Book

Cost Depreciation Value Value
Fand 8 203,500 L3 - i 205,500 5 203,500
Buildings 2,605 582 424,362 81,220 T333358
Computer 146,415 140,656 3,730 6059
Egquipment 92,640 AT 25429 30763
Furmiture and Distores B0 605 40 455 41,146 44961
Vehicles 32,946 15,072 17,874 3,050
Total 5 3,16],688 F 687,760 $ 2,473,828 5 2,322,591

Leng Term Debt

The Academy itas centificates of participation to fund the buildings. Additional information is
avatlable in Note 7 of the attached financial statements,

As of June 30, 2008 - $2,705 004

Factors bearing on the academy’s future

At the time these financial statements were prepared and audited, the acedemy was oot aware of
any existing circumstances that could significantly affect its financial health in the future.

Contacting the academy’s financial management
Thiz financial report is designed to provide our students, parents and ereditors with a gereral
overview of the academy’s finances and to demonstrate the academyy’s accountability for the

money it receives. If you have questions about this report or need additional information, contact
the academy’s office at 2525 West Jefferson, Trenton, MI 48183,
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Pansophiz Academy
Staterment of Nat Asssts
June 30, 20038

Asselis!
Cash and invesimenls
Receivables:
Cue from other governmenial units
Capital 2szetz less accumulated depraciabion of 3687 750
Tota! assets

Liabilities:

Accounts payable

Accrued interest

Other liabilitizs

Long-term lighilitiss:
Bonds payable, dus within one year
Eends payable, dve in more than one year

Tctal iabikities

Net Assets:
Investment in capital assets - et of related debt
Festricted for debt service
Unrestricted
Total net asscts

Ses Notes 1o Financial Statements.

Governmental
Activities

5 323,250
ATBETH

2473808
2075 76

B4.227
15,754
7.200

75,000
. 530.000
2820221

(231,072)
293.830
192,785

) 255,543

— ST T



Functicns/Programs
Primary Gaovernment
Govemmental activities:

[nstruction
Support services
Food senvice activities
Athletbc activities
Community senvices
lrierest on long-term debt
Depreciation {unallocated)

Tota! governmental activities

See Moles to Financial Statements.

Fansophia Academy
Statament of Activilies
Year Ended dune 30, 2058

Governmental
Program Revenuss _ __ Activities

Mef (Expenses)
Operating  Revenues and

Charges for Gramts/ Changes in
__Expenses _ Services = Conitibutions  Met Assets
3 834,745 § -8 163,844 § 670,901

447 281 - - {447 281
B%,281 10,054 52,353 3,126
5,375 - - (6.375}
14,550 - (14.854)
205,37 - - (205371
657.317 s _|B7,517}

§ 1545870 § 10054 §_ . __ 226 157 _ {1.409.569)

General revenues:

Taxes:

State zid not restrciend to specific purposes 1,332 33
In=rast and investment earnings 28,201
Cther 14 237
Total pereral revenias 1375671
Change in Net Assefs (33.8588)
Met Assets - Beginning of Year o 280 441
Net Assets - End of Year § 2553543




Assets

Cazk and shot-term investmen's
Dhue from other governmental urits
e from pther funds

Total asgats

Lizbilitizs and Fund Bslances

Liabilities:
Azzounts payable
Due te other funds
Defered revehua
Total habilitizz

Fund Balanoes:
Reserved for debt service
Reserved for construction
Urreserved; undesignated
Totzl fund balances

Total liabilities ard fund halances

See Notes o Firancis Statermean's,

Pansophia Academy
Balansz Shest
Governmants: Funds
Juna 20, 2038

Other
Moanmiapor
Governmental
Generst DebtFund  Funds _  Total _
5 13636 5 308524 % -3 323260
278 575 - - 278575
. = - BTBT . BTED
$ 202212 & 3096245 5750 % £17 538
5 G2 227 & -5 - G2 727
B, 753 - - 5,750
7.200 - - 7. 250
108177 S SO 1 < 18 I
« 309624 - N9 524
R £ W o< - S __BT50 192 755
154035 230G 24 8 750 502 205
£ 2922125 309524 3 BT80S 510.585




Pansophia Acadamy

Raoonsiliation of the Fund Balance an the 3alance Sheeat of Governmerntal Funds o Net Asgels
of Govarnmenial Activiiizs on the Statemeant of Met Asssts

Governmental Funds
June 30, 20408

Total Fund Balanzes - Sovernmentsl Funds

A rsounts reponad for governmental activities in the Slatement
of Mol Assels arg differont because:

Capilal assets used in governmental activities are not financizl
resourses and are nol reporad in the funds.
Thz ozl of the capilal assels =
Accomulated depregiation 15

Lang-term lighikties not dee and payahle inthe zurrent period
are nat reported in the funds.

Lang-erm abhgalians

Accrued interest payable iz nol inciuded as = linbility in
governmental achvities,

Total Mot Assets - Governmental Activitias

Saa Motes to Financia! Btatements.

& 361688
(E37.760

¥ 202 404
2473328
(2,705 0¥

{35,784

3 259,543



Pansophia Academy
Sraternenl of Revenues, Expenditures and Changzs in Fund Balances
Governmentat Funds
Year Ended June 30, 2008

Other
MNonmajor
Gavernmantal
Genegrai Debt Fund Funds Tetal
Reventues:
Local soursas 3 31,495 % 12738 3 10,141 = R3IGE2
State sources 1,495,877 - 1,978 AT BED
Federal sources o _ - - S0 3¥s _ __B0.3V5
Total reverues 1,527 282 12138 72.a64 £17.522
Expenditures:
[nstruction 834745 - - B34 745
Support services 4F6 533 - - 466,535
Atfhletiz actiwilies - - 5.375 6,275
Food service activities - - £0,281 £9.281
Coramunity services 14,850 - - 14 85D
Debt service:
Frincipal payments . 70,000 - 70,000
Interest and fiscal charges o - 2031680 - Fo3 180
Total expendituras 1318130 2¥IA60 _ FEBS6 1554345
Revenues Over (Under] Expenditures _ 244182 (261.024) 3,182 (53.024)
Other Fimancing Sources (Uses)
QOperating transfers in - 262,203 6.375 2B 578
Opetating transiers out _ . [263856) .z (2.022) 268 578
Total other financing scurces {Lses) (2855558 _ 262,203 | 3453 . .
Net Changes in Fund Balances (54,494} 1,178 23 (53.024)
Fund Balances - Beginhing of Year _ 238,579 308 445 8.459 555453
Fund Balances - End of Year g 184035 % 308624 5 0 __ 8730 3 _SD240%

Se= Notes io Financial Staternants.
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Pansophia Academy
Reconciliztion of the Statement of Revenues, Exaendiiures and Chang=2s in Fungd Balances
of Govarnmental Funds 1o the Statement ot Acivitios
Governmenial Funds
Year Ended Juna 30, 2008

Het Change in Fund Balances - Totzl Governmantal Funds ES {53.0z4)

Amounts repered for governmantal aciivities in the Statemnent
of Activities are difierent because:
Governmentat funds repor capital outlays as expenditures; in the
tatement of Activitizzs, these cosls are aliosalad over their estimated
weeful ives 25 depreciation.

Deprecialion expense ] Bre1m
Capital Uty 18254
(48,663
Accrued interest is recorded in the Statement of Activities when incurred;
it is not repored in governmental funds until paid. (2.211]
Bond procecds are repored as financing spurces in governmedntal funds
and thus cantabute 10 the change in fund balancs. In the Statement of Hef
Aszets, however, issuing debl increases lang-term Labilities and does not
affect the Slatement of Activities. Simiarly, repayment of principat is an
expendituza in the governmerdal funds but reduces the liability in the
Statement of Met Assets,
Fapaymenis:
Bond holders 70030
Change in Met Assets of Governmental Activities g (22898

See Notes to Financial Statements.



Pansophia Academy
Statement of Fiduciany het Asssts
Fidusiary Funds
June 30, 2008

Assets
Cash and investments
Total azssts

Liahilities
frue to studert groups
Totai abilitizs

See Notes to Financiz! Statemants,

Agency Fund -

Student
Activities
3 7257
& __J3257
. 7237
£ 7 2a7



Panaophia Acadamy
Notes {o Financial Statements

Hote 1 - Summary of Sigaificant Accounting Policies

The basic financiat staterments of the Pansophia Academy have been preépared in conformity with
accounting principles generally accepted in the United 3Sfates of America (GAAP) as applicablz to
governmental units. The Govermmental Aceounting Standards Board is the accepted standard-safting body
for establishing governmental accounting and financial reporting principles. The more significant of the
Academy's accounting policies are described below.

Reporting Entity

The Academy was established under the provisions of the State of Michigan as a Public School Academy.
Public School Academies are formed pursiant to the Michigan School Code of 1978 as amended by Act
Mumber 416 of the Public Acts of 1584, Act Number 418 tecame effective March 330, 1995, The Academy
has contracted with Central Michigan University's Board of Trustees to charter a Public School Academy.
The Academy operates under an appointed Board of Directors 2nd provides education needs for grades K —
12,

The accompanying financial staiements have been prepared in actordance with criteria estabilished by the
Governmental Accounting Standards Board for determining the varicus governmental organizations o be
included in the reporting entity.  These criteria include significant operational finansial relationships that
determing which of the governmental organizations are a part of the Academy's reporting entity, and which
oiganizations arg legally separate, component units of the Academy. Based on the application of the
critena, the Academy does not contain any component units.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the Statement of Net Assets and the Statement of Activities)
report infarmation on all of the non-fiduciary activities of the primary government, For tha mest part, the
sffect of interfund actvity has bsen removed from these stalements. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported separataly from business.
type activities, which rely fo 2 significant extent on fees and charges for support. Al of the Academy's
government-wide activities are considered governmental activities.

The Statement of Activities demonstrates the degrea to which the direct expenses of a given function or
segment are offset by program revenues, Direct expenses are thoze that are clearly identifiable with 3
specific function. Program revenues include (1) charges to customers or applicants who purchase, use, of
directly benefit from goods, services, or privileges provided by a given function, and (2) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular function.
Taxes, intergovernmental payments, and other items not properly included among program revenues are
reportad instead as general revenue,

Separate financial stalements are provided for govemmental funds and fidusiary funds, even though the
latter zre excluded from the government-wide financial statements. Major individual governmental funds are
reported 3s separate columns in the fund financial stateaments.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Government-Wide Statements — The governmentwide finzncial statements are reported using the
econpmis resources measurement fosus and the accrual basiz of accounting. Revenue is recorded when
gamed and expenses are recorded when a liability i incuwmed, regardiess of the timing of retated cash fiows.
Property laxes are recognized as revenue in the year for which they are levied. Grants. categorical aid, and
similar items are recognized as revenus as soon as all eligibility requiremants imposed by the provider have
been met.



Pansophia Academy
Hotes to Financial Statemeants

Note 1 — Summary of Significant Aczcounting Policies {Continued)
Meaasurement Focus, Basis of Accounting, and Financizl Statement Peasentation (Cenfinuad)

As a general rule, the effect of interfund activity has been eliminated from the governrment-wide {inanciaf
siatermants.

Amounts reported a5 program revenue include (1) charges to customers or applicants for goods, services,
or privileges provided; (2) operating grants and contributions, and (3) capital grants and contributions.
Internally dedicated resources are reporied as genstal revenue rather than as program revenue. Likewise,
general revenua includes all taxes and unresiricted State aid.

Fund-Based Statements — Govarnmental fund financial statements are reported using the curent financial
resources measurement focus and the modified acerusl basis of accounting. Revenue 1§ recoghized a8
goon as it is both measurable and available. Revenue is considered to be available if it is collected within
the current perod or seon enough thereafter to pay liabilities of the current pardod.  For this purposa, tha
govemment considers revenues it be available if they are collectsd within 80 days of the end of the current
fiscal pericd. Expenditures generally are recorded when a fiability is incurred, 28 under accrual accounting.
However, deb! service expenditures, as welt as expenditures for claims and judgments, are recorded only
when payment is due.

Unresiricted State aid, infergovemmental grants, and inferest assoctated with the current fiscal peripd are 2
considered 1o be susceptible to accrual and so have been eecognized as revenue of the cument fizcal
period. All other revenue items afe considered to be available only when cash is received by the
government.

The Academy reports the following major governmental funds:

General Fund - The General Fund is the Academy's primary operating fund. it accounts for all financial
resources of the Academy, except those required o be accounted for in another fund.

Debt Service Fund - The Debt Service Fund actounts for the activities involved with servicing ganeral
long-termn debt

Additionaily, the povernment reports the fallowing fund types:

Speclal Revenue Funds - Special Revenue Funds are used fo account for the proceeds of specific revenue
sources that are restricted to expenditures for specified purposes. Special Revenue Funds maintained by
the Academy are the Athletics Fund and the Food Services Fund,

Capital Projects Funds — Capital Project Funds are used 0 account for major capitat used to record note
praoceeds or other revenue and the disbursemeant of funds specifically designated for acquiring new school
sites, buikdings, equipment, and major remodeling and repairs. Currently, the Acadermy mainkains a capital
profects fund which holds funds for futlure projects; none were in progress during the current year.

Fiduciary Funds - Fiduciary Funds are used to account for assets held by the Academy in a trustes
capacity or as an agent.  Agency Funds are custodial in nature (assels equal liabiities) and do not involve
measurementis of results of oparatigns.  The Academy presentty maintains a Student Activities Fund to
record the transactions of student and parent groups for school-retated purposes. The funds are segregated
and held in trust for the students z2nd parents.



Pansophia Academy
Mates to Financial Staterments

Hote 1 — Summary of Significant Accounting Poticies (Contihued)
Assots, Liabilities, and Net Assets or Equity

Deposits and Investments — Cash and cash equivalents include cash on hand, demand deposits, and
certicates of depasit.

The Academy repors its investments in accordance with GASE Statement No. 31, Accounting and Financial
Reporting for Cerfain Investments and for External investment FPaols. Under these standards, cerain
investmenis are valued at fair value as determined by quoted market prices or by estimated fair values when
gueoted market prices are not available. The standards also provide that cevtam investments are valued at
cost {or amortized cost) whan they are of 3 short-term duration, the rate of return is fixed, and the Academy
intends o hold the investment until maturity.

State statutes authorize the Academy to invest in bonds and other direct and certain indirect obligations of
the U.5. Treasury, certificates of deposit, savings accounts, deposit astounts, or depository receipts of a
bank, savings and loan association, or credit union, which is a member of the Federal Deposit Insurance
Corporation, Federal Savings and Loan Insurance Corporation, or National Credit Union Admintstration,
respectively; in commercial paper rated at tha time of purchase within the three highest classifications
established by not less than two standard rating services and which matures not more than 270 days after
the date of purchase. The Academy is also authorized to invest in U5, Govemmment or federal agency
obligation repurchase agreements, bankers' acceptances of U.S. banks, and mutual {unds composed of
investments s outlined above.

Recefvables and Payables - In general, outstanding balances between funds are reported as “due toffrom
other funds.” Activities between funds that are representative of lending/borrowing arrangements
putstanding at the end of the fiseal year are referred to as "advances lo/from other fungs.”

Trade recetvables are shown net of an allowance for uncolicetible amounts. The Academy has determined
the uncolleciible amounts are immaterial and no provision has been recorded.

The State of Michigan utifizes a foundation allowance approach, which provides for a specific annual
amount of revenue per student based on a State-wide formula. The foundation allowance is funded from a
combination of State and lotal scurces. Revenues from State: soufces are primarily govemed by the School
Aid Act and the School Code of Michigan., The State pordion of the fsundafion is provided from the State's
School Aid Fund and is recognized as revenue in accordance with Slate law and accounting principles
generally accepted in the United Staies of America.

The Academy also receives revenue from the Stale to administer cartain categoncal education programs.
State rules reguire that revenue sarmarked for these programs be used for its specific purpose, Certain
categorical funds reguire an accounting to the State of the expenditures incumed.  For categorical funds
meeting this requirement, funds received, which are nct expended by the close of the fiscal year, are
recordad as deferred revenue. Other categorical funding is recognized when the appropriation s received.
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Pansophia Academy
MNates to Financial Statements

Note 1 — Summary of Significant Accounting Policies (Continued)
Assets, Liahilities, and Net Assets or Equity (Continued)

Capital Assets - Capital assets, which include land, buildings, equipment, and vehicles, are reported i the
applicable govemnmental activities column in the government-wide financial statements.  The government
defines capital assels a3 assels with an initial individuat cost of 55,000 or greater and an estimated usaful
iife in excess of one year. Such assets are recorded at historical cost or estimated historical cost i
purchased or constructed. Donated capital assets are recorded at estimated fair market value at the date of
donation. Costs of normal repalr and maintenance that do not add to the value or materially extend asset
lives are not capitalized. The Academy does not have infrastruciure lype assets.

Capital assets are depreciated using the straight-line method over the following usetul fives:

Buildings S0 years
Building improvements 40 years
Computers 510 years
Equiprment 3 - 20 years
Furniture & fixtures 10 - 20 years
Yehicles 8— 10 years

Long-Term Obligations - ln the government-wide financial statements, long-term debt and other long-term
obligations are reponted as liabifities in the Statement of Net Assets.

Fund Equity — In the fund financial staternents, govemmental funds report resarvations of fund balance for
amounts that are not available for appropriation or are iegally restricted by oulside parlies for use for a
specific purpose.  Designations of fund batance represent managemeant plans that are subject io change.

When both restricted and unrestricted resources are available for use, it is the government's policy to use
restricted resourcas first, then unrestricted resources as they are needed.

Usze of Esf{imates

The process of preparing financial statements in conformity with accounting principles generally accepted in
the United States of America requires the use of estimates and assumptions regarding ceriain types of
gssets, liabiliies, revenues, and expenditures, Such estimates primarily relate 1o unsetiled transactions and
events as of the dafte of the financial statements, Accordingly, upon settlement, actual resuits may differ fram
estimated amounts.

Note 2 - Stewardship, Compliance, and Accountability

Budgets are sdopied on a basis consistent with accounting principies generslly accepted i the United
States of America. Annual apprapriations lapse at fiscal year-end.

The Academy follows these procedures in establishing the budgetary data reflected in the financial
statements:

1. Tha contracted management company (See Wole 13} submits to the School Board of Directors a
proposed operating budget for the fiscal year commencing on July 1. The operating budget includes
proposed expenditures and the means of financing them, The tevel of control for the budgets is at the
functional level s sat forth and presented as reguired supplementary information.

2. Public hearings are conducted {o obtain public comments.

11



Pansophia Academy
Motes to Financial Statemeants

Mote 2 — Stewardship, Compliance, and Accountability (Continued)

3. Prior to July 1. the budgst is legally adopted by Board of Direclors resolution pursuant o the Uniform
Budgeting and Accounfing Act (P A 621 of 1978). The Act requires that the budget be amended prior
o the end of the fiscal year when necessary to adjust appropriations # it appears that revenues and
other financing sources will be iass than anticipated or so that expenditures wilk not be in excess of
original estimates. Expenditures shall not be made or incurred, unless authorized in the budget, in
excess of the amount appropriated. Violations if any, for the General Fund, are noted in the required
supplementary information section.

4. The management company s authorized to transfer budgeted amounts between major expenditure
functions within any fund, however, these transfers and any revisions that slter the total expenditures of
any fund must be approved by the Board.

5. Formal budgetary integration is employed as a management control device during the year for the
General and Special Revenue Funds.

8. Ths budget was amended during the year with supplemental approprnations, the last one approved
prior to Jupe 30, 2008. The Academy dpes not consider these amendments to be significant
Note 3 — Deposits and Investmerits

At year-end, the Academy's deposits were reported in the basic fnancial statements in the following

categories:
Governmental  Fidugiary
Activities Funds Total
Cash 5323260 v_1.257 $.330517

The braakdown for depasits for the Schoct Academy is as follows:
Deposits (checking, savings and U5, Treasury accounis) 5,330,517
Investment and Deposit Risk

Intarest Rate Risk - State law imits the allowable invesimeniz and the maturities of some of the allowable
investments. The Academy's investment policy does not have speciic iimits in excess of State law on
investment matunties 2s 8 means of managing s exposure o fair value losses arising from increasing
nterest rates.

Credit Risk — Stale faw limits investments ko specific government securties, cedificates of deposits and
bank accounts with qualified financial insfitutions, commercial paper with spacific maximum maturites and
ratings when purchased, bankers' acceptances of apecific financial institutions, qualified mutual funds and
qualified external investmant pools. The Academy's mvestment policy does not have specific limits in excess
of State law on investment credit risk,

Custodial Credit Risk - Deposits
Custodial credit risk is the risk that in the event of a bank failure, the Academy's deposits may not be

retumed. $216.881 of the Academy's bank balance of $335.311 was exposed to custodial credit risk
because it was uninsured and uncollateralized.

12



Pansophia Academy
Motes 1o Financial Stalemants

Hote 4 ~ Receivables
Receivables af June 30, 2008, consist of the foliowing:
Other governmental unis (primarily Michigan Depatment of Education) S 256,470
Federal grants 22.157
Met total receivatie £ 27BA7R
Note 5 — Capital Assefs

Capitat asset actwity of the Academy’s governmental activities was as follows:

Beginning Dispozals and Year-End
Balznca Additions Adfustments Balance
Azsets not boing depreciated — land  5_ 203, 500 B - 5 - §_ 203500
Capital 235ete deing depreciated:
Buildings & improveriznts 2.805,582 - - 2605582
Compulers 145 415 - - 148 415
Equipment 89,888 2,754 . 92 540
Furniture & fixtures 80,605 - - 80,605
Yehicles 15445 16,500 . - 52,946
Subictal 2038924 _79.254 - 2958158
Aocumulated depreciation:
Buildings & improvements 372,224 52136 - 424, 362
Computsrs 133,455 1,200 - 140,656
Equipmant EQZ3 B.0B8 - 67,211
Fumiture & fictures 35,6844 4815 - 40,4549
Vehicles 13 385 1578 i - 15072
Subtotal 515843 £7. 617 - _Ba7. 760
Met capital assets being depreciated  2,318.031 {48 BE3Y - 2270428
W=t capital assels 52,522 5391 E_[48 663 F___ - $24735928

Degreciation e#xpense was charged o actvities of *he Academy as follows;
Governmental Activities;

Linallocated
Suppon services

1
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Pansophia Academy
Notas to Financiai Statemsents

Note 6 - Hote Payable

During the year, the District issued a State Ald anticipation note in the amowunt of 3850000, This note was
paid off during the 2007-2008 schooi year.

Balance Balance
June 30, 2007 Additions Faymeanis June 30, 2003
$______ .0 $__850 000 $._£30,000 |

For the 2008-2008 school year, the Acaderny izsued a Stats Anticipabon note in the amouwnt of 2£50.030 at
g 4 4% Interest rate with a maturily date of June 33, 2009

Mofe T - Long-Term Debt

Long-term ohligation activity can be summarized as follows:

Amounts
Beginning Ending Dee Within
Ealance Additions Beductions _Eslance one Year
Sovernmenial Activities
Certificates of Participation 37 775,000 5 - S__ 70,0049 2705000 5 75000
Total governmeantal
activities $2.075000 5 ...p 570003 $2705000 3 75000

Annual debt sendice requirementz o maturity on the above certificates of participation are =z iollows:

Year ending

June 30, Principal inferesf Total
2003 3 V5,000 & 123,525 I 254525
2O 75000 184,588 209,588
2011 85,000 179 550 264550
2012 o0, 000 174,080 264, 050
23 05 000 167,825 262 825

2044 2018 SH80.000 732,200 1,312,200

209 2023 0,000 ATE B42 1,256 6842

2024 -2028 750,030 229 250 o7R. 250

2024 185 020 12,950 197.250

Total 22 705 000 22200580 35,001 BAD
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Pansophia Academy
MNotes io Financial Statemenis

Nota 7 — Lonyg-Term Debf {(Continued)
The following is 3 sumrnary of ishg-term dedi for the year ended June 30, 2008

Certificales of participation due in semi-annyal
mztallments of $25,000 to $125.000 through
June i, 2921 plus interest from 6. 75% 1o 7.75% T STo,D00

Certificates of paticipation due in semi-annual
installments of 35,000 to $185,000 through
Jume f, 2029 pius interest from 5.4% to oo 2.135.000

Tztal general long-term debt .2 705000

Wote 8 <interfund Transfers

During the current figcal year, the General Fund transferred 36,375 to the Athletics Fund to help subsidize
the athletic activities and $253,231 to the Debt Fund to fund the anrual debt of the Acadeny for the vear.
The Capital Prolecis Fund transferred §2,822 to the Debt Fund to close out the Capitat Projects Fund and to
help fund fhe annual debt of the Academy

MNote 9 —Purchased Services

The Academy izases all employes services from MJ Managsment Services, Inc. Salanies, retirement,
social securty, health ingurance, and unemployment axes are the responsibity of this management
company.

Note 1} — Managemen! Company

Helicon Assoziates, Inc. provides managament sérvices under a Consultancy Services Agresmment
extended througn June 30, 2010, The management company's fees are caloulated based upon sludent
count (mimmum 100} plus increases of the average cost of living rate in the Detipit, Michioan arez, During
the yeat ended June 30 2008, the Academny incurred expense of 357 500 for these manaagement fsas,

Note 11 — Oversight Fees

The Academy pays an administrative oversight fee of 3% of its State School Aid Discretionary and Proposal
A obligation payments to Central Michigan University, as sel forth by contract. to reimbuarse the University for
the cost of execution of its cversight resporsibilities. These oversight responsibilities inc'ude the monitoring
of the Academy's comphance with the ferms and conditions of the contract, and the review of its audited
financtal siatements and periodic reports. During lhe year ended June 30, 2008, the Academy incurred an
expense of 335 980 for oversight fees.

Note 12 - Risk Management

Tha Academy is exposet {0 varouws risks of lcss related to property loss, tonts, errors, and omigsions, The
Academy has puschased commercial insurance for general lability and propertyicasualty claims.

15



Required Supplemental Information



Pansophia Academy

Genzral Fung
Year Endad June 30, 2002

Statemert of Revenues, Expenditures, 2nd Changas
in Fund Balances - Bugdgat to Actual

Revenues:
Local sources
Stat= sources
Federal sources
Irterdgistrics and other

Tal revenues

Expenditures:

|t uctios.
Basic programs
Added needs

Suppart senices:
PUpi 520Vices
tmstroctional staff sendices
General adminiskrative services
Schoof administrative senvices
Business services
Diparations and mainknance
Pupil Iranspotiation
Central suppor s2nvices
Commurity services
Other transacticns

Tatal expenditures

Rovonues Owver (Under) Expenditures

Other Financing Sources [Lfses):
Transfes oul

Net Changeas in Fund Balances

Fund Balances - Beginning of Year

Fund Balances - End of Year

See Notes to Finanzial Staferments

Budgeted Amounis

Driginal Finaj _ Actuz|
¥ ZBOOC & 28,200 & 31415
1,510,254 1525829 1,485 87T
106,950 - -
20.550 - -
1.668 174 1.554 129 1,527 282
GEZ. 170 876,789 45,638
204 413 216,058 188,195
144,162 133018 130716
138.830 138,237 T35, Dak
82500 TE5X T332
IR 04 450 D2 386
10.0040 33183 30,139
18,236 16,3568 14 ASD
1,403 RQZ 1,303,804 1336130
282,577 360525 211,163
— (&8sl {ZF2 003 0 L265E8
8,078 (117475 (O 404
—anaced | 233599 238529
5 230451 & 127064 5 184035
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Repart on internal Control Over Financial Reporting
and on Compiiance and Other Matters
Based on an Audit of Financial Statements
Performed in Accordance with
Government Avditing Standards

Beoard of Direciors
Pansophia Academy
Coldwater, Michigan

We have autdied the financial sta'emeris of the sovernmental actvities, each major fund, and the agsregate
remaining fund information of Pansophia Academy as of and for the year ended June 35, 2008, whizh collactively
compnse the Academy's basiz financial stalements and have issued our report thereon dated October 17, 2008 'We
condusted our audit in assordance with auditing standards generally ascapled in the United States of America and the
standards spplicable to financial audits contained in Government Auditing Sfandards, issued by the Complrolls
Genaral of the United Siates.

Internzf Control Qver Financial Reparting

In pianning and parforming ouwr audit, we considered Pansophia Academy's inlemnal control over financial reportirg as
a hasis for designing owr auditing procedurss for the purpose of expressing our opirdsn on the inancal stalements,
but not for the purpose of expressing an opinicn or the effectiveness of the Academy's indemal control sves financial
reporting, Accordingly, we do not express an opinton on the effectiveness of the Acaderny's inlemnal control over
financial reporting.

Our considetation of interaal control over financial reporting was for the limiled purpese described in the preceding
paragraph and would not necessarily identify all deficlencies in internal control over financial reporiing thak might be
significart deficiencies or matenal weaknesses.

A control deficiency exists when the design or operztior. of 2 control does not allow management or emplioyees, in the
normal course of performing Wheir assigned funclions, o prevent or detest misstatements or 2 tmefy basiz, A
sizntficant deficiency is a control deficiency, or combination of control deficienciss, that adversely affects the extity's
ability to nitiate, authorze, record, process, or repors financial data reliably in accordance with Jeparaly ascented
actounting principles such that there is more than a remcte fkelihood that 3 misstaterment of the Asadery's finascial
statements that is mere than inconsequantial will not be prevented or detected by the Academy's Internal cortrol over
financial reporting. We consider fhe deficiency described as 2008-1 in the acceripanying Schedule of Findings and
Hesponses to be a significant deficiancy in internal control over financial reporting.
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Board of Directors
Pangsophiz Acadamy
Coldwater, Michigan

A mzterial waakness s 5 shanificant defciznsy, or sombination Sf signifieant deliciensies. that results in more than 2
remote likelihood that 2 material misstatement of the finandis stalements will nat b2 prevanted of defacled by the
Academy s internal conirol

Our considerstion of the intarnal controd over financial reporting was for the limited puspose described in the first
paragraph of this section and would not necessarily identify all deficiencies in the internal contre! that might be
signifizcant deficlencies and, acoordingly, would not necessarily disclose ail significart deficiencies that are also
considered to be matsrial weaknasses, However, we balieve the significant deficiency described above a5 2008-1,
to be a material waeakness.

Compliance and Other Matiers

As part of obtzining reasonabls assurance about whether Pansophiz Academy's financial slatamenis are free of
material misstatemeni, we pedormed tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements, noncompgliance with which cowd have a direct and material effect on the determination of
francial statermcnt amounts.  Howevar, providing ar opinion on compliance with those provisions was no' ar
objective of aur audit and, accordingty, wa do not express such an opinion. The resdgits of our t2e's Fsclosed oo
instances of nencormpliance that are required to be reponted under Governmant Auditing Standards.

However, we noted cerlain matiers that we have reportted to management of Pansonhia Academy in 8 separate letter
tated October 17, 2008

Fansophiz Academy's responses to the findings identified in ow awdit are described in the accompanying Schedula
of Findings and Responses. We did not audit the Academy's response and, 2ccordingly. we £xpress no opinion on
it.

Thia report i@ intended for the infomaticn of the Scard of Direclors, management and pass-throegh entities, and is not
intendad to be and should net be used by anyone other than these spacified parties.

Withe & ﬂfuﬁﬂf&zﬁ Pl

Willis & Juresek, P.C,

Oclober 17, 2208
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Board of Direclors
Parsoobia Academy
Coldwaier, Michican

Schedule of Findings and Responses
Finding 2008-1

Currently, the Academy's managemert company oprepares ine intenm  internal finanzial
staternents that aliows for management an cversight of the Acadsmy. but the Acadery relies on
assistance from us i preparing the year-end financial statements and footoies, The znnual
financial statements for the year ended dunz 30, 2008, regured no aodih adjustmaats, Effective
for the year endsd June 30, 2007, Statement on Auditing Standards #112 tited Communizating
internal Contro! Reigied fatters Identifieg in an Audit {izsuped May 2008), requirss Us to
camemuricate in wiiting when a client reguires assistance ‘o prepare the year-end financia!
siataments and footnotes requited in the annual audit repor 1M accordance with accounting
principles gensrally accepted in the United States of Americe. We do not recommend gny
chanpzes to this situation at this ime and communicate this 2= required by professional standards,
Ve believe this meets the defimition of 2 material weakness as defined in Statemant on Auditing
Standard #9112,

Client Response
We are aware of this defiziency and Delieve it iz net cost bereficial in our situation to deveiop this

experise. We will condinue ko use our external audiors for this technical assistance. We would
expect this situation to be ong2ing in Tuture years.

Wil & Jurasek, PG, Plicae Neanber, 3170 TES 5000
SRaT Hping Ay Head Fax Muomen V3T TESSETZ
i & Foafilw il oolhgjalcom
lneknzm, ML 45203 2500 el e e il
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October 17, 2008

To the Bozrd of Directors
Pansophia Acacemy

We have audited the financial stalements of the governmental activities, each major fund, and tha
aggregate remaining fund information of Panzophia Academy for the year ended Jung 30, 2008, and
have igsved our report thereon dated Celober 17, 2008, Professional standards require that we provide
you with the following information related o our audit

Cur Responsibiiity under LS. Generally Accepted Auditing Standards

As staled in our engagement letter, our responsibility, as described by professional standards, s to
express opinions acout whether {he financial siatements prepared by manzgement with your oversight
are fairly presented, in a¥ materal respecis. in conformity with U5, generally accepted actounting
principles. Cur audit of the finanzial statements doss not relieve you or management of your
responsibilities.

Flanned Scope and Timning of the Audit

\We perormed the aadd according to the plannad scope and timing previously communicated fo you in
our preliminary audit.

Significant Audit Findings

Qualitative Aspects of Accounling Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accouniing policies used by Pansophia Academy are described in Mote 1 to the financial statements. No
new accounting policies were adopted and the application of exfsting policies was not changed during
2008. We noted no transactions entered into by the governmental unit during the year for which there iz =2
lack of aulhoritative guidance or consensus. There are no significant transactions that have been
recognized in the financial statements in & different period than when the transaction occurred.

Accounting estimates are an integral part of the financial stalements prepared by managemeant and are
based on management's knowledge and expstience about past and current events and assumptions
about fiture events. Gerain accounting estimates are particufarly sensitive because of ther significance
to the financial stalements and becagse of the possibiity that future events affecting them may difer
significantly from those expected. There were no significant estimates identified.

Difficutties Fncountered fn Pedorming the Audif

We encounterad no sighificant difficullies in dealing with management in performing and comgpleting our
audit.

WILLIS & JURASEK, L.
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Comected and Urncorrected Misslatements

Professional standards require us to accumuiate all known and lkely misstaternents identified during the
audit, other than those that are triviat, and communicate them to the appropriate leval of management.
Management has comected all such misstaternents. In addition, none of the misstalements detecled az a
resull of aodit procedures and corrected by management were matenal, either indwidually or in the
aggregate, to the financial statements taken a8 a whale.

Disagreements with Management

For purposes of this lettar, professional standards define a disagreement with management a3 a financial
accounting, reporting, or auditing matter, whether or not resclved to our satsfastion, that could be
significant to the financial stalernents or the auditor's report. We are pleased to repon that no such
disagreements arose during the courge of cur audit.

flanagemen! Represeniations

We have requested cerain representations from management that are incluged in the management
representation letter dated Cetober 17, 2008

Management Consultalions with Other Indspendsnf Accountants

In some cases, managemend may dzcide to consult with other accountants abeut audiling and accounting
matters, similar to ebtaining 2 "second opinion” on certain situations. IF a consultation involves appheation
of an accounting principle to the governmental unt's financial statements or 2 determination of the type of
auditor's opinton that may be expressed on those statements, our professional standards reguire the
consuliing accountant to check with us 1o determine that the consultant has all the relevant facls. To our
knowledge, there were no such consuitations with other accoucntants.

Other Audil Findings or 1850105

we generally discuszs a variety of matters, including the application of accounting principles and auditing
stardards. with managerenl each year prior to reteniion as ke governmental unit's auditors. However,
these discussions cccurred in the normal course of owr profassional relationship and our rezponses were
not & condilian {o our retention.

This information is infended sclely for the use of the Board of Education and management of Pansophia
Academy and is not intended fo be and should not be rsed by anyone other than these specified parties.

Wery truty yours,
Witlis & Uurasek, F.C.

Wiillis & Jurasek, P.C.



